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(Cort’d.) because it is out of date, Robert Axelrad, head of the EPA's indoor air 

division, said Tuesday. The report was completed and given to Axelrad in 
April 1991. 

"The reason it's out of date is because he has been sitting on it," said 
Stanton Glantz of the University of California at San Francisco, one of the 
report's authors. "I think it's unfortunate Mr. Axelrad caved into 
political pressure from the industry." 

The termination of the EPA's tobacco research program occurred two years 
ago. The decision to halt the program was not widely known. Critics said 
the release of the lung cancer report prompted them to speak out. 

Until the end of 1990, the agency conducted experiments on cigarette 
smoke as part of its indoor air research program. The program was one of 
the largest federal research efforts on the health effects of secondhand 
smoke, said the EPA's Peter Preuss. 

EPA officials denied they acted in response to industry lobbying. "I can 
tell you categorically that there was no industry pressure that I knew of," 
said Erich Bretthauer, assistant administrator for research and 
development. 

Preuss said the research was dropped because the agency had completed 
its central aims and wanted to move to other pollutants. 


UPwe 01/06 1642 Doctor hails federal anti-smoking report 

By LIDIA WASOWICZ 
UPI Science Writer 

SAN FRANCISCO (UPI) — An expert on the dangers of second-hand smoke 
hailed Wednesday the long-awaited federal study that details the lethal 
risks smokers pose to others. 

The Environmental Protection Agency has scheduled a news conference for 
Thursday to formally release the report, entitled "Respiratory Health 
Effects of Passive Smoking: Lung Cancer and Other Disorders." 

"It's about time the EPA came out with a report on second-hand smoke and 
its.deadly consequences," said Dr. Carolyn Price, founder and medical 
director of Smokers Medical Clinic, which has offices nationwide and is 
headquartered in San Francisco. 

"The public should know smoke coming out of the lit end of a cigarette 
has the most tar, cancer-causing benzopyrenes, arsenic and other toxins. 

Thus, the people inhaling second-hancTsmok'e are breathing in more toxins 
than the smokers themselves." 

Price warned that being in the same room with a smoker for one hour is 
equivalent to smoking eight to 10 cigarettes. It is now recognized 
second-hand smoke causes 57,000 deaths a year from heart attack and cancer, 
she said. 

"Children whose parents smoke — either father or mother or both — are 
hurt the most, suffering from asthma, respiratory problems, premature birth 
and learning disabilities," Price said. 

She hailed the EPA's classification of second-hand smoke as a Group-A 
carcinogen, similar to asbestos. 

"The public will finally be aware that being in a smoke-filled room is 
dangerous, causing cancer and heart disease. This is important information 
for particularly vulnerable people such as a bartender in a cocktail 
lounge, who may not realize the danger around him." 

The anti-smoking movement is spreading worldwide, with France -- which 
has outlawed lighting up on bullet trains -- taking the lead in Europe, she 
said. 

"In view of the latest findings, a smoker can no longer say, 'It's my 
body,' because he is endangering the lives of others even more than his 
own," Price said. "There has to be legislation against such behavior." 


Source: https://www.industrydocuments.ucsf.edu/docs/zxwl0000 
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BROADCAST EXCERPT 


LOU DOBBS (ANCHOR) : . The EPA today said that you can get 
cancer from cigarettes even if you don't smoke, putting secondhand 
smoke in the same category as benzene, radon, and asbestos. What 
is bad for your body is poisonous for business. Kitty Pilgrim 
reports from New York. 

KITTY PILGRIM (REPORTER) : The tobacco industry and companies 
which allow workers to smoke could see their profits bum up in 
court. The EPA study will name passive smoke as a top cause of 
cancer. That, say legal experts, will lead to a flurry of lawsuits 
from non-smokers. 

JACK OLENDER (LIABILITY ATTORNEY) : If that person Comes down 
with lung cancer, that would be a case where medical testimony 
would be available linking up the lung cancer to the cigarette 
smoke, and such a case no doubt would be successful. 

PILGRIM: Olender says that the suits could cost business 
billions of dollars to fight. The EPA report will blame secondhand 
smoke for about 3000 cases of lung cancer in non-smokers annually 
and could eventually result in a ban of smoking in all workplaces 
nationwide. Anti-smoking advocates say the government conclusions 
should prompt business to act now. 

DR. ALFRED MUNZER (AMERICAN LUNG ASSN) : They should prohibit 
smoking in their workplaces to protect the health of their workers, 
but also to protect themselves against the possibility of future 
liability. 

PILGRIM: The tobacco.industry calls the report flawed. 

STEVEN PARRISH (PHILIP MORRIS USA):. Somebody has to prove 
cause~and effects With the Btate of this scientific record, I 

think it would be virtually impossible for someone to prove health 
effects from environmental tobacco smoke. 

PILGRIM: The Occupational Safety & Health Administration is 
taking the report seriously and is using the EPA study to decide 
whether to create indoor air quality standards for workplaces. 35 
states already require employers to limit workplace smoking and one 
national survey of 833 companies shows more than a third already 
prohibit smoking altogether. But experts say considering the EPA 
study, companies will have to kick the habit. Kitty Pilgrim, CNN 
Business News, New York. 

DOBBS: And investors today battered tobacco stocks in part 
because of that EPA report, also in expectations that state and 
federal governments will raise taxes on cigarettes to cut their 
budget deficits. That would cut deeper into already shrinking 
sales of name brand cigarettes. Philip Morris the big lo^er again 
today, down 1-5/0, losing $4.50 a share over the past two sessions. 
RJR Nabisco dropped 1/4. American Brands lost 1-5/6. 


(OTHER RADIO & TV COVERAGE IS AVAILABLE UPON REQUEST.) 
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Smoking Blown Away? 


By Dan Fagin 

STAFF WRITER 

Smoking will be banned in many 
more public places because of the 
threat of lawsuits based on a long- 
awaited federal report that says tobacco 
smoke causes lung cancer in nonsmok¬ 
ers, experts and advocates predicted 
yesterday. 

Passive smoking will now be an im¬ 
portant factor in workers' compensa¬ 
tion cases and perhaps even child custo¬ 
dy battles, they said, because the U.S. 
Environmental Protection Agency re¬ 
port concludes that second-hand smoke 
causes an estimated 3,000 lung cancer 
cases annually in the United States 
while severely affecting hundreds of 
thousands of asthmatics, many of them 
children. 

The report is to be formally released 
this morning in Washington, but drafts 
have circulated for more than two years 
and have drawn intense criticism from 


the tobacco industry and tobacco-re¬ 
gion legislators, 

‘'This report changes everything, 
across the board. The effects of envi¬ 
ronmental tobacco smoke are no longer 
in any way an open question, and any¬ 
body who fails to take action based on it 
is behaving recklessly and opening 
themselves up to being sued," said 
Northeastern University law professor 
Richard Daynard, who heads the To¬ 
bacco Products Liability Project, a legal 
advocacy group in Boston. 

A tobacco industry official acknowl¬ 
edged that the report gives smoking op¬ 
ponents another weapon, but said the 
industry will counterattack by ques¬ 
tioning the credibility of the scientific 
data. 

“The state of the science in this docu¬ 
ment is so shaky that I think once peo¬ 
ple begin to understand that, they’re 
going to be much less likely to embrace 
it," said Walker Merryman, vice presi¬ 


dent of the Tobacco Institute in Wash¬ 
ington. 

There are no nationwide smoking 
regulations, and the EPA report is un¬ 
likely to lead quickly to federal rules 
because the agency lacks the authority 
to regulate indoor air. That authority 
lies with the federal Occupational Safe¬ 
ty and Health Administration, which 
only agreed to look at the issue after 
being sued two years ago by an advoca¬ 
cy group. OSHA has still not decided 
whether to propose regulations. 

New York State already has one of 
the toughest antismoking laws in the 
country, banning smoking in most pub¬ 
lic places except in designated smoking 
areas and in individual offices. And the 
New York City Council recently en¬ 
acted an outright ban on smoking in 
schools, effective in April. 

“The second-hand smoke report is 
going to be one more driving force for a 
general indoor air bill this year in Alba¬ 


ny," said Assembly Health Committee 
Chairman Richard Gottfried (D-Man- 
hattan), who is pushing a bill that 
would set minimum ventilation stan¬ 
dards for all commercial buildings, in¬ 
cluding smoking rooms. 

The threat of legal liability will have 
even more of an impact than the possi¬ 
bility of stricter laws, advocates pre¬ 
dicted. 

“Approximately 50 percent of busi¬ 
nesses in the United States are already 
smoke-free, and the next domino to fall 
will be the remaining 50 percent," said 
Joe Cherner, an antismoking activist 
who heads SmokeFree Educational 
Services in New York City. 

Workers’ compensation awards in 
passive smoking cases already are rela¬ 
tively common in the United States, 
but no civil lawsuits have gone to trial, 
Daynard said. 

Earl Lane contributed to this story . 
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Drug, Tobacco Shares Are Weak, 
Technologies Up in Mixed Close 

--— cigaretuftax increase pressured the stock 

lower. Although the company said the EPA 
ignored research that contradicted the 
findings, its stock closed 1% lower at 71%. 
About 9.4 million Philip Morris shares 


ABREAST 
OF THE 
MARKET 


changed hands. 

Others soon followed. RJR Nabisco was 
off % to 8%, American Brands lost 1% 
to'37% and UST tumbled % to 31%, while 
Loews sank 1% to 116‘4. 
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Intel Challenges Microsoft 
As Its Stock Leaps 8.4% 


By Christopher Elliott 

Staff Reporter of The Wall Street Journal 

NEW YORK - Faltering drug and to¬ 
bacco stocks offset the effects of surging 
technology issues, leading prices to a 
mixed close. 

The Dow Jones Industrial Average lost 
2.71 points, or 0.08%, to 3305.16. The Stan¬ 
dard & Poor’s 500-Stock Index inched up 
0.18 point, or 0.04%, to 434.52, and the New 
York Stock Exchange Composite Index was 
down 0.10 point, or 0.04%, to 239.15. 

“The market sold the good drugs and it 
sold the bad drugs,’* said David Shulman, 
a market strategist at Salomon Brothers. 
“It got rid of the pharmaceutical concerns 
and the tobacco companies.” 

The first wave of “sell” orders came 
early in the session as tobacco producer 
Philip Morris, th e day’s most-active Big 
Board issue, led the fall. 

An Environmental Protection Agency 
study that concluded that “passive” smoke 
is a human lung carcinogen and fears of a 


PTC 

FOCUS 


BySARACALIAN 
And Craig Torres 

Staff Reporters of . The Wall Street Journal 

NEW YORK - Move over Microsoft, 
there’s another champion to share the 
winneris ring: Intel Corp. 


Di brell Brothers, which supplies to¬ 
bacco leaf to cigarette companies, fell 1% 
to 41%. The drop followed selling of 
tobacco company shares on the Big Board 
after the Environmental Protection 
Agency declared “passive” cigarette 
smoke a carcinogen. 
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fidelity Select Savings & Loan Rides 
Holler Coaster to Top With Small Stocks 


1 " By Robert McGough 

'S.\aff Reporter of The Wall Street Journal 

V- It paid to take risks in 1992. 

“f Resurgent small stocks boosted the 
‘shares of small-stock mutual funds last 
-year. While these funds have great records 
today, many of them have had wild swings 
in returns in the past, with more roller¬ 
coaster rides undoubtedly still to come. 

. The best performing fund for the year, 
Fidelity Select Savings & Loan, invests in 
thrift institutions, most of which are small 
stocks. In the fourth quarter, the best 
performer was tiny PBHG Growth, which 
focuses on small, fast-growing compa¬ 
nies. 

. f ■ The boom in small stocks may seem like 
a recent' phenomenon. But it has been 
going on long enough to help Kaufmann 
, Sand, another connoisseur of small compa¬ 


nies, become the leading fund for the past 
_Trve years. * 

- ■ The laurel for the past 10 years goes to 
_‘CGM Capital Development, which fre¬ 
quently loads up on the stocks of huge 

_.Companies. But this fund, too, made gains 

t fn 1992”with small-company stocks. 


Ten-fear Leader 


■ ^Philip Morris o ver the years has 
probably made more money for me than 
any other company,” says G. Kenneth 
Heebner, portfolio manager of CGM Capi¬ 
tal'Development Fund. But sentiment has 
no* place in Mr. Heebner’s portfolio: “I 
sold [Philip Morris], by the way, late last 
.summer,” he says, because he expects 
pricing troubles in the cigarette business. 

'Mr. Heebner, who has run CGM Capi- 
taiDevelopment since 1976, is widely con¬ 
sidered one of the best stock pickers on 
Wall Street. But he is known as much for 
his selling as for his buying. 



CGM Capital 
Development , 


G. Kenneth 
•Heebner 
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For Stocks: Art Or Science? 


Price Targets 

By Lisa Lee Freeman 

Wall Street’s practice of de¬ 
termining price targets • for 
stocks may seem a bit like a 
game of pin the tail on the 
doilkey to most investors. 

There’s only one tail, but calls to 10 
analysts asking them'the level at which a 
particular stock will trade within the 
next 12 months will bring ten different 
answers. 

The array of 12-month price targets 
on any given stock will range from, 
“pessimistic to euphoric,*’ said*. Fred 
Ziegel, director of research at Punk, 
Ziegel & Knoell Inc. in New York. “It’s 
.very individualistic and by no means 
standard.” 

Microsoft Corp., for example, has 12- 
month price targets ranging from below 
its current level of about 88 to 135, 

( based on a survey. of five arialysts, 

Amgen Inc. safs its latest 12-month, 
price targets based on the research 
reports of six analysts vary from its 
present level in the 70 range to 100. 

Stock analysts themselves will admit 
that coming up with price targets is less 
than scientific," 

Ziegel says he uses.several elements to 
determine future stock prices. First, he 
looks at a stock’s price-earnings ratio in 
■relation to others in the same industry 
group. 

Next, he calculates an .average P-E 
•for the group and then decides whether 
the stock, should trade at a premium or 
a discount to that multiple based on 
such factors as the company’s growth 
rate, earnings expectations, stability of 
earnings, debt, receivables management 
and competition. But when it comes to 
pinning down a specific number, the 
process becomes more subjective. 

“At the end of the day, you stick your 
finger in the wind and come up with an 

estimate,” he said. “It would be nice if 
you could put the numbers in a com¬ 
puter and come up with a price target.” 

A secret formula for calculating price 
targets simply does not exist based on 
interviews with analysts and heads of 
research departments at several broker¬ 
age firms. 

Salomon Brothers Inc.'s head of U.S. 
equity research, James D. Crandell, for 
example, says he encourages analysts to 
calculate price targets to provide a 
rationale for recommending a Stock and 
to give investors an idea of what kind of 
capital appreciation they can expect in 
what time frame; But he leaves it up to 
the individual analysts to determine how 
to come up with the numbers. 

At Morgan Stanley & Co., price 
targets are based on certain fundamen¬ 
tal guidelines. In general, analysts are 
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required to calculate a stock's multiple 
in relation to the Standard & Poor’s 
400- or 500-stock index and apply it to 
forecasting a future price based on 
forward, or expected, earnings. 

Ladenburg, Thalmann & Co. analysts 
will consider a stock’s relative strength 
when determining price targets and 
whether to change a stock’s rating, 
according to Barry Sahgal, director of 
research. A warning signal sounds when 
a stock’s RS dips' below 70 — meaning 
30% of all other stocks have performed 
better in the past 12 months. 

Fred Fraenkel, director of research at 
Lehman Brothers Inc., refused to dis¬ 
cuss the way his firm’s analysts deter¬ 
mine price targets. 

One of the only common ingredients 

used by analysts in pegging a future 
stock price is the P-E ratio. Some 
analysts rely on this exclusively. 

That is.where the logic of price targets 
is flawed, said Paul Johnson, an analyst 
at First Boston Corp. who teaches a 
course on securities valuation at the 
Columbia University Graduate School 
of Business. Analysts often will down¬ 
grade stocks because they met or sur¬ 
passed price targets, which are based 
strictly on P-Es. “It’s totally bogus,” 
said Johnson. 

‘Awfully Naive’ 

“If you’re only basing recommenda¬ 
tions on P-Es, you’re completely disre¬ 
garding everyone else’s assessment of 
valuation,” he explained. “It’s-awfully, 
naive.” 

The reason stocks generally go up, he 
? said, is because expectations change for 
that company or for the general market. 
People have made great calls on stocks 
when they anticipated positive surprises 
or disappointments —not when they 
have perceived that 'valuations have 
gotten too high or too low. 

Thus, tryinglo pin down price targets 

based on P-Es can be like aiming at a 
moving target. When a stock is gaining 
momentum, expectations keep going up, 
observed Johnson. * 

Hugh’Johnson, chief investment offi¬ 
cer at First Albany Corp. in Albany, 
N.Y., agrees. Microsoft, for example, 
may look “somewhat lofty” based its P- 
E of about 25 for calendar 1993 earnings 
of about $3.56 a share. “And some may 
become afraid of the stock at this level.” 
But each month may bring a positive 
development, which will continue to 
boost estimates for 1993. “You’re al¬ 
ways chasing your tail” trying to keep 
up with rising expectations when at¬ 
tempting to pin down a price target. 

Moreover* he said, ’Investors tend to ■ 
move in fads, and when they start to 


swing in a certain direction, they tend to 
ignore red flags. If everybody’s buying 
growth stocks, people jump on them 
regardless of P-E ratios. That kind of 
speculation can move a stock well 
beyond what you and I would ordinarily 
call a high price.” 

Also, he said, companies change over 
the years, justifying ever-higher P-Es._ 

Philip Morris Cos., for example, is a 
much different company today than it 
was 10 years ago. It’s no longer a 
passively managed tobacco company, he 
explained. “It’s a global consumer 
products company in tobacco, food and 
beer and it’s much more aggressively 
' managed.”. Therefore, he said, “The 
zebra has changed its stripes and de¬ 
serves a higher P-E.” 

So why do brokerages bother with 
price targets? 

“There’s sex, or sales, appeal in price * 
targets,” said First Albany’s Johnson. If 
an analyst recommends Hewlett-Pack¬ 
ard Co. at 72 and says the stock should 
trade at between 80 and 85 in the next 12 
months, “How could you say no?” He 
added: “It’s got the appeal of a forecast, 
and that’s got a lot of marketing appeal. 
Salesmen love that.” 

Lawrence Auriana, portfolio co-man¬ 
ager of the top-rated Kaufmann Fund in 
New York, ignores price targets. “I 
think if we had price targets, I would 
have sold some of our biggest winners at 
prices substantially below what I would 
have ultimately realized. 

“We invest in companies growing at 
substantial rates and over the years 
when we bought stocks we didn’t expect 
them to do so well.’’Many doubled and 

tripled, while others quadrupled and 
even quintupled, Auriana said. “When 
things are going well, stocks can surpass 
by huge margins what you believe to be 
reasonable valuations. That’s the nature 
of the market.” 

Said First Albany’s Johnson: “Wail 
Street has a way of taking things to 
emotional extremes.” 

Nevertheless, he says price targets can * 
play a role in investing. They may be 
helpful in reminding investors when to 
reassess their portfolios. When a stock 
hits a given price ‘ target, it may be a 
good time to determine if the original 
reasons for the stock selection remain 
intact. 

Auriana says that when a stock 
reaches a certain valuation, he may 
consider taking profits to lock in a gain 
but continue to hold a core position if 
the company’s fundamentals remain 
attractive. 
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High And Low P-Es 

Price targets also can come in handy 
when stocks are trading at very high P- 
Es or very low ones, explained First 
Boston’s Johnson. If they are high, it. 
can be useful in understanding that 
disappointments at the company, such 
as quarterly earnings falling below Wall 


Street expectations or a delayed product 
introduction, can be devastating. On the 
other hand, low P-E stocks that deliver 
positive surprises can explode to the 
upside. 

Auriana says his top rule is “run with 
your winners,” rather than focusing on 
price targets. “The biggest trap in this 
business is taking small’profits and big 
losses.” 
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Companies reward employees’ healthy hahits 


By Julia Lawlor 
USA TODAY 

Shape up or pay up. 

That's the message some employers 
are sending this year as they seek 
ways to curb health costs. 

For workers struggling with their 
New Year's resolutions, these compa¬ 
nies offer an extra incentive to cut the 
fat: cash payments or lower health-in¬ 
surance premiums for regular exer¬ 
cise, reduced blood pressure and cho¬ 
lesterol, quitting alcohol and tobacco . 

A few companies are even punish¬ 
ing the unfit by raising the amount 
those workers contribute to health-in¬ 
surance premiums. 

“Everyone's experimenting to see if 
these programs work," says Peter So- 
derberg, president of Johnson & John¬ 
son Health Management. Only 8% m 
12% of large corporations offer finar 


M We’re not out to get people. We’re trying to get them 
to take an active role in improving their health.}} 

— Bonnie Hinkson, Hershey Foods 


cial rewards for keeping fit, Soderberg 
says, but he expects the percentage to 
double by 1995 as health-care costs 
continue to soar 10% to 15% a year. 

What companies are doing: 

► Westinghouse. At an electronics 
assembly plant in College Station, Tex¬ 
as, a voluntary program lets workers 
earn a $200 annual bonus for doing 10 
minutes of aerobic exercise three 
times a week at least nine months a 
year. Managers started the program 
after discovering health-care bills for 
exercising employees were $1,715 less 


a year than for sedentary workers. 

► Hershey Foods, Chocolate-kiss 
consumption at Hershey’s corporate 
headquarters is bound to plummet un¬ 
der a pilot program penalizing work¬ 
ers who fail a mandatory fitness test If 
you use tobacco, ar e overweight, don’t 
exercise, have nigh blood pressure or 
cholesterol, you can lose up to $720 a 
year in flexible health-care benefit dol¬ 
lars. “We're not out to get people,” says 
spokeswoman Bonnie Hinkson. “We're 
trying to get them to take an active 
role in improving their health." 


► Mesa. Employees at this Dallas oil 
company can earn up to $700 a year if 
they exercise three times a week, don't 
use tobacco , don't take sick days and ■ 
don't submit major medical claims. 
The company has spent $785,000 on 
the voluntary program since 1984, cut¬ 
ting health-care costs to 25% below the 
industry average. Says Chairman T. 
Boone Pickens, who regularly grills his 
top executives about their weight: 
“Money is a great motivator.' 

How do companies enforce their 
programs? Many use the honor sys¬ 
tem. Coors in Golden, Colo., trusts em¬ 
ployees to answer questions on its 
health appraisal honestly, then pays 
90% of medical bills for those who 
qualify (and 85% for those who don't). 
Westinghouse's approach is more like 
boot camp: Visits to the gym are moni¬ 
tored by computer, and anyone caught 
lying could be disciplined. 
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National Airport 
smoke-free in ’93 

National Airport becomes 
smoke-free today, part of a growing 
movement to restrict smoking in 
public places. 

Dulles Airport has been smoke- 


free since Dec. 1. Other airports 
that have banned smoking include 
Kennedy and LaGuardia Airports 
in New York, San Francisco, Hous¬ 
ton, Denver and San Jose airports. 

The new restrictions at National 
go into effect as the Environmental 
Protection Agency is preparing to 
release a report warning of the 
dangers of secondhand smoke, es¬ 
pecially to infants and toddlers. 
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A patch in time to 
save smokers 

Gary Mead reports on the race to 
help nicotine addicts give up 


I magine trying to sell a prod¬ 
uct which is simultaneously 
highly addictive and 
extremely poisonous. 

Even if it doesn’t sound 
immoral, it appears commercially 
absurd. After all, sales would col¬ 
lapse as customers died. 

Yet one of the world’s best-sell¬ 
ing products - tobacco - con¬ 
tains nicotine which is both 
highly toxic and addictive. The 
cleverness of tobacco producers 
has been to provide just enough 
nicotine to yield its medically 
recognised benefits - such as 
stimulation of dopamine secre¬ 
tions in the brain, alleviating 
anxiety - without fatally poison¬ 
ing the addict. * 

No wonder then that while mil¬ 
lions annually resolve to kick the 
smoking, habit, only about 10 per 
cent succeed in stopping for a 
year. Of the UK’s 14m smokers, , 
an estimated 
10m want to 
stop. As many 
as 40 per cent 
of British 
smokers try to 
stop the habit 
permanently 
during any 
one year; most 
fail. 

That is 
cheering news 
not just for 
tobacco pro¬ 
ducers but 
also for the 
newly evange¬ 
lising manufacturers of products 
- chewing gum and stick-on 
patches --aimed at providing 
small doses of nicotine, enough to 
satisfy cravings, but without, the 
2,000 or so other toxins contained 
in a typical puff of tobacco smoke. 

The patches are attached to the 
skin surface and slowly release 
nicotine into the bloodstream. 

In the US, with 50m smokers, 
the leading brands are Nieoderm 
(from Marion Merrell Dow), Habi- 
trol (Ciba-Geigy), Nicotrol (Warn¬ 
er-Lambert) and Pro-Step (Ameri¬ 
can Cyanamid). 

Advertising Age, a trade maga¬ 
zine, calculates that their com¬ 
bined sales could have reached 
$900m (£592m) in 1992, with* 
advertising support of $100m, 
“the most ever spent on consumer 
advertising of a prescription 
drug”. 


In the UK three brands of patch 
have been available without pre¬ 
scription since the end of 1992. 
Kabi Pharmacia is using the car¬ 
toon figure (below) to market 
Nicorette, Ciba-Geigy is selling 
Nicotinell, and Marion Merrell 
Dow is promoting its brand, Nica- 
bate. 

A three-month course for each 
retails from between £147.54 to 
£182.76, less than the daily price 
of 20 cigarettes. 

Industry estimates suggest that 
this year’s market could be worth 
£30m-50m. Kabi Pharmacia, 
which in 1991 gained UK approval 
to switch its Nicorette chewing 
gum from prescription-only status 
to an over-the-counter product, 
saw retail sales of the gum treble 
to £20m in 1992, which it believes 
is partly a result of easier avail¬ 
ability. 

The US sales/advertising ratio 
is likely to be 
repeated in 
the UK; cer¬ 
tainly Ciba- 
Geigy and 
Kabi Pharma¬ 
cia are spend¬ 
ing in excess 
of £3m on 
their current 
advertising 
campaigns. 

Reports 
from the UK’s 
13,000 dispens¬ 
ing pharma¬ 
cies are 
encouraging 
for all three brands. 

Some anti-smoking charities, 
however, are concerned that 
smokers may be misled by the 
marketing and that, : ultimately, 
they may remain nicotine addicts. 

Sandi Wilson, director of Quit, 
notes that “they are relatively 
expensive, particularly for the 
heaviest smoking groups Avhich 
coincidentally are also the lowest 
income groups, and their success 
rates are questionable. 

“Stopping smoking requires 
willpower. US research suggests 
that 90 per cent of successful ex¬ 
smokers quit without any formal 
help, because they have the moti¬ 
vation to do so.” 

Meanwhile, for those smokers 
who dislike both gum and patch, 
a further weaning device is just 
around the corner; the nicotine 
nasal spray. 
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Rep. Durbin 
seeks tougher 
tobacco rules 

By Linda M. Harrington 

Chicago Tribune 

WASHINGTON —Rep. Dick 
Durbin (D-Ill.) says he intends to 
use his position as the new chair¬ 
man of the House subcommittee 
on agriculture appropriations to 
push for tobacco regulations and 
promote cost-effective farming 
programs. 

His subcommittee is responsible 
for $25 billion in spending and 
oversees programs for food 
stamps, supplemental nutrition for 
disadvantaged pregnant women, 
school lunches and the agencies 
that regulate the Chicago Board of 
Trade and Chicago Mercantile Ex¬ 
change. 

' However, Durbin won’t have 
control over a large portion of die 
$25 billion funding, which already 
has been allotted to long-term 
farming programs. 

'' The 48-year-old representative 
from Springfield took over die seat 
when 82-year-old Rep. Jamie 
Whitten (D-Miss.),, who had 
served *as chairman since 1949, 
'lost a confidence vote among 
Democrats. 


Durbin’s elevation is important 
to com and soybean farmers in Il¬ 
linois and other Midwestern states 
because he will have a large say in 
agricultural subsidies and crop 
supports. 

“My job is to protect those pro¬ 
grams that really help farmers and 
the programs that are truly cost 
effective. 1 am not here to protect 
the status quo,” he said. 

W. Reginald Gomes, dean of the 
College of Agriculture at the Uni¬ 
versity of Illinois, called Durbin 
“extremely knowledgeable about 
agriculture in the Midwest and be¬ 
yond. ... He very much believes 
in a healthy, competitive and ag¬ 
gressive agriculture.” 

Durbin, who wrote the legisla¬ 
tion that banned smoking on do¬ 
mestic airline flights, said he plans 
to increase educational efforts, 
particularly for young people, on 
the dangers of smoking and to 
promote “sensible” regulation of 
tobacco. An example of such regu¬ 
lation is a ban on smoking in a 
facility housing a federal program 
involving children. 


LEXINGTON HERALD-LEADER, LEXINGTON, KY„ SUNDAY, DECEMBER 27, 1992 


Proud that Hopkins 
will be in position 
to help tobacco 

In your unbounded eagerness to 
launch an editorial grenade at the con¬ 
gressman from the 6th District, Larry 
Hopkins, you did a terrible disservice to 
Kentucky’s No. 1 legal cash crop. 

You perpetuate the misunderstanding 
that tobacco opponents have used as the 
cornerstone of their attempts to destroy 
the tobacco program — its alleged cost to 
taxpayers. 

Tobacco pays its way. It is a no-net- 
cost commodity program, unlike other 


federally supported crops. It generates' 
billions of dollars in tax revenues at local, 
state and federal levels. And with specific 
regard to that phase of the program that 
Hopkins will direct, you should know this: 

Tobacco farmers pay the cost of grading 
and inspecting their leaf. 

I am proud that a Kentuckian will 
have an important" role in the tobacco 
program, and I am particularly proud that 
Kentuckian is Larry Hopkins. He has been o 

an outspoken, honest elected official, and I •?* 

am confident' that he will continue to % 

render valuable service to the hundreds of cs 

thousands of Kentuckians who raise to- 
bacco. o 

GARDNER D. WAGERS *■* 

Winchester 


Source: https://www.industrydocuments.ucsf.edu/docs/zxwlOOOO 
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Joe Franklin of Slmpsonvllle, Ky., positioned a forklift as he and Randy Allgood of Breckinridge County loaded a 
I shipment of 30,000 pounds of burley at the Lucas Tobacco Warehouse yesterday In New Albany, Ind. 

Director expects grower co-ops to buy 
more burley due to weakening demand 

By GREG OTOLSKI McKinney said. formula used by the U.S. Department of 

Farm Writer "We’re seeing the market break Agriculture to calculate the burley quota. 

quicker than we thought it would,” The co-ops take out loans from the fed- 
At the beginning of the 1992-93 burley McKinney said. "It looks likes some of eral government to buy the burley when 
sales season it was estimated that 75 mil- the companies have filled their orders and buyers don’t bid more than the support 
lion pounds of tobacco would be placed the others are about done.” price set by the Agriculture Department, 

under loan to the grower cooperatives. For the tobacco grower, this signals The co-ops sell the burley to manufactur- 
But after yesterday’s sales, Danny weaker prices for the rest of the sales sea- ers as they need it. 

McKinney, executive director of the Bur- son and probably a major reduction for If tbe grower cooperatives take in 90 
ley Tobacco Growers Cooperative in Lex- next season in the basic burley quota — million pounds of burley this season, that 
ington, said he thinks the amount of bur- the amount of burley the government will will boost the total amount of burley held w 
ley going under loan for the season will let farmers grow. All the 694 million by the co-ops to about 170 million pounds 
likely be closer to 90 million pounds. pounds of burley grown in the eight-state — 60 million pounds more than recom- 
Yesterday was the first day of sales fol- burley belt is expected to be sold by the mended by the Agriculture Department, 
lowing a two-week break for the Christ- end of February. McKinney said, 

mas and New Year’s holidays. Through- Prices yesterday were below the aver- Many industry analysts are predicting 
out the day the amount of burley being age of $1.83 per pound set during the first that the department will cut the basic bur- 
passed over by the buyers and placed un- four weeks of sales, according to the Fed- ley quota by 10 percent for the 1993-94 
der loan was about 20 percent in the Lex- eral Tobacco Market News Service. season. That’s the maximum reduction al- 
ington market and about 14 percent in the The amount of burley held by the grow- lowed under law. Kentucky’s basic quota 

other markets throughout Kentucky, er cooperatives figures into a complicated for this season was 448.7 million pounds. 

~ ----- COMP A93{5) 

Source: https://www.industrydocuments.ucsf.edu/docs/zxwl0000 


0982902 





-29- 


JAN 0 7 1993 

AD¥ER TISIMG/M A METING 


THURSDAY, JANUARY 7, 1993 • USA TODAY 


BATTLE OFTHE BRANDS 

Private labels take on major marketers 
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Shoppers find 
value beyond 
. big names 


Private labels ffiffi 11158 


When David Rosen shops 
at Chicago’s Jewel super¬ 
market, he compares prices 
of brand-name products with 
private-label store brands 
and no-frills generics. But it’s 
rare that Rosen buys a big- 
name brand. 

“Any idiot can pay out the 
nose for a brand name/’ says 
26-year-old Rosen, a first- 
year medical resident at the University of Illinois Hospital, 
“It makes more sense to find the best deal you can. And 
compared to a brand-name, the quality difference of a store 
brand is minimal.” 

Rosen’s frugality stems from the tight budget he kept dur¬ 
ing college and medical school. But he isn’t planning to alter 
his buying habits when he becomes an anesthesiologist and 
earns $250,000 or so a year. “I’m never going to try to im¬ 
press anyone with the kind of canned vegetable or paper 
towels I buy,” says Rosen. “So why would I pay more for a 
brand name?” 

Millions of pric&sensitive, value-conscious consumers 
are asking themselves the same question. Increasingly, 


undermine 
brand loyalty 
with 18% of 
supermarket 
revenue 


they’re shifting from brand-name products to private-label 
competitors. Last year, sales of private-label products rose 
2% from 1991 — to $26 billion — while sales of branded 
products fell 0.4%. Private-label products now account for 
18% of overall supermarket revenue. 

The recession helped spur private-label growth by under¬ 
mining loyalty to brand kings in categories such as ciga¬ 
rettes, cereals and disposable diapers. Supermarketsales of 
private-label smokes, for example, rocketed 95% last year. 
Even now that the economy appears to be rebounding, sales 
of private-label goods aren’t likely to slow. A recent Gallup 
poll found 86% of consumers surveyed bought private-label 
brands, 33% bought more private-label products since 1991 
and 20% plan to buy even more this year. By the end of the 
decade, private-label goods could account for 40% of super¬ 
market revenue, industry observers say. 

Private-label products — sold mostly under store names 
such as Safeway’s Townhouse and A&P’s Master’s Choice. 
— have long been a staple of most supermarket chains. In 
recent years, they’ve sprung up at drugstores and conve¬ 
nience stores and discount chains. Many private-label prod¬ 
ucts look just like their brand-name competitors — except 
for the price: A private-label can of beans may cost 50 cents, 
compared with 60 cents for a brand-name competitor; a 
bottle of acetaminophen $4 vs, $7 and a carton of ci^rettes 
$10 vs. $15. 


Despite the savings, private-label 
sales sagged until the late 1980s, part¬ 
ly because even-cheaper generics — 
no-name goods with a reputation for 
tacky packaging, uneven quality and 
mediocre store display — made 
most consumers squeamish. 

“Ten years ago, private-label 
brands were offered as a product of 
last resort,” says Brian SharofT, presi¬ 
dent of the 1,250-member Private 
Label Manufacturers Association. 
. “Today, all major store chains have 
their own brands, and in category af¬ 
ter category, they’re every bit the 
quality of national brands,” 

Savvy marketers have convinced 
consumers to switch to private-label 
brands with imstore discounts, free 
samples and high-profile displays. In¬ 
roads made by some private labels 
have some of the world’s best-known 
brand marketers queas$. Coca-Cola, 
for example, created a private-label 
task force last year after New York’s 
Wegmans Food Market’s W Pop 
brand began outselling Coke and 
Pepsi. Procter & Gamble, mean- 
whiie, has cut back on coupons and 
other promotions in favor of every¬ 
day low prices to remain competi¬ 
tive with private-label names such as 
Wal-Mart’s American Sam’s Choice. 

No matter what name-brand mar¬ 
keters do, their cachet among con¬ 
sumers likely will keep slipping. 
“Brand loyalty is mostly dead,” says 
Private Label Product News Pub¬ 
lisher Marcia Smith. “Consumers 
want quality products, they want val¬ 
ue for their money, but they’ve dis¬ 
covered extremely good value in pri¬ 
vate labels. They’ve gotten smarter.” 


So have supermarket chains. In an 
industry where profit margins aver¬ 
age a razor-thin 1.5%, private-label 
products offer margins up to 30%, 
double national brands. That’s be¬ 
cause their makers don’t have the 
heavy marketing and promotional 
costs of national brands. 

“We recognized the profit poten¬ 
tial of private label 10 years ago,” 
says David Harriman, vice president 
of grocery operations for Giant 


ft 

Brand loyalty is 
mostly dead. 
Consumers want 
quality products, they 
want value... but 
they’ve discovered 
extremely good value 
in private labels. 

33 

— Publisher Marcia Smith 


Food, the Washington, D.C., area’s 
dominant grocer. Giant keeps a lid 
on prices of some of its 1,150 Giant- 
brand goods by manufacturing its 
own sodas, dairy products and baked 
goods. 

Jewel, with 200 Midwest super¬ 
markets, stocks 170 items under the 
cut-rate Econo Buy label and 800 un¬ 
der the Jewel name. Last March, 
Jewel added President’s Choice, a 
premium-quality private label. 




Source: https://www.industrydocuments.ucsf.edu/docs/zxwlOOOO 
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_ ADVERTISING/By Kevin Goldman 

Name Game: More Firms Are 
Playing It 


{Cootd.1 

Since its 1985 U.$. launch, Presi¬ 
dent's O\o\ce ( a. ^OCnproduct Vine disr 

tributed by Torontobased grocer 
Loblaw, has become one of the larg¬ 
est upscale private-label brands in 
the USA It’s available in 20 grocery 
chains in 34 states. 

The success of President’s Choice 

— which will add 200 items this year 

— has prompted some marketers to 
redesign private-label packaging to 
make their products more appealing 
to consumers. The Package Design 
Council says orders for private-label 
package redesigns jumped nearly 
33% last year* San Francisco pack¬ 
age designer Primo Angeli, Who’s re¬ 
vamping some of Safeway’s Town- 
house brands, says marketers want 
their private label products to look as 
sophisticated as brand-name com¬ 
petitors. “They’re spending money 
for top designers to get a great-look¬ 
ing package — something that has 
the look and feel of a branded prod¬ 
uct,” he says. 

Others companies are going fur¬ 
ther to make sure private-label prod- 
- ucts stack up to branded competitors 
with focus groups and product test¬ 
ing. Buffalo-based ACTS Testing 
Labs, says private-label product test- 
• ing has jumped 50% over the past 
two years. 

“If consumers have one bad expe¬ 
rience with a private-label product, 
their impression of the whole line 
will probably be negative” says 
ACTS operations chief Thomas 
Fatta. “If they have good experi¬ 
ences, they’ll buy' the product again # 
or try another product” 

Besides upscale private-label 
products, marketers see big growth 
potential in more pedestrian prod¬ 
ucts such as baked goods. Tuesday, 
Britain’s United Biscuits paid $70 
million to acquire Chicago-based 
Bake-Line, the USA’s largest private- 
label cookie maker. Private-label 
cookies now account for 14% of all 
packaged cookies eaten, up 33% 
since 1989. 

Over-the-counter drugs and per¬ 
sonal-care products are another big 
growth area. Gloucester, Mass.- 
based Nutramax Products supplies 
30 drugstore .and supermarket 
chains with private-label, health- and 
personal-care products from dispos¬ 
able douches to cough remedies. Nu¬ 
tramax has posted 12 straight quar¬ 
ters of double-digit revenue gains. 
Revenue jumped 25% during fiscal 
1992. 

Nutramax President Donald Le- 
pone expects further gains as patents 
on proprietary drugs expire, opening 
competition. 

“Consumers are taking more time 
to read and study product labels. 
When they compare private-label 
products with well-known brand 
names and see the price difference, 
they understand the value they're 
getting,” says Lepone. ’The '80s dec¬ 
ade of opulence has changed to the 
’90s decade of sensibility. And that 
means they’ll be going to private- 
products in droves.” 


What’s in a name? Sometimes too 
much, sometimes not enough. 

Last year, the number of publicly 
.traded companies that changed their cor¬ 
porate monikers 
Jumped to 107 from 
t §3 * the previous 
year, according to a 
study scheduled for 
release -today by 
Schechter Group, a 
New York corporate 
and brand-identity 
consulting firm. 

A corporate name is as important 
as a brand name to Madison Avenue, 
particularly when the company logo ap¬ 
pears in commercials and print ads. And 
industry executives say consumers are 
looking for companies they can identify 
with; thus, fancy or stuffy names are 
decidedly out. So, it appears, are name s 
that associate a company too closely wltK a 
cont roversial product such as tobacc o, or 
names that give no clue about a company’s 
business. 

“Names are vitally important to adver- 
_ tising because entire campaigns are some¬ 
times based on corporate names,” says 
Joseph Smith, chairman of the New York 
consulting firm Oxtoby-Smith. 

Chemical: ‘Unfriendly Term’ 

// The worst name change for last year, 
says Alvin Schechter, chairman of the 
consulting firm that bears his name, re¬ 
sulted from the merger between Manufac¬ 
turers Hanover Corp. and Chemical Bank¬ 
ing Corp. The merged entities kept the 
Chemical name. “Both names were terri¬ 
ble,” he says. “Chemical is an unfriendly 
term and Manufacturers’s name was long 
and awkward.” 

The companies fumbled a chance to 
promote the partnership with a totally new 
name in the merger, says Mr. Schechter. 

A spokesman for Chemical says the two 
companies tried several combinations of 
the names, but couldn’t come up with 
anything they liked better. An entirely new 
name was never considered because, 
through advertising, each name had 
strong identity among consumers. Finally, 
Chemical was retained because it had 
more branches. . 

Other name changes “reflect the re¬ 
structuring and focus on core businesses 
that many publicly traded companies went 
through during the recession,” says Mr. 
Schechter. 


Still other companies changed names 
that no longer sounded politically correct. 
PepsiCo’s Kentucky Fried Chicken unit, 
one of Mr. Schechter’s clients, worried that 
urging people to eat anything fried wasn’t 
the best message to convey in the health¬ 
conscious 1990s. 

Mr. Schechter hatched an idea: Drop 
the name entirely, use the initials KFC and 
enlarge the image of Col. Sanders, the fast 
food chain’s icon, in advertising and on 
packaging. And the jingle, “Kentucky 
Fried Chicken, we do chicken right,” 
was re-recorded to, “We are KFC, we do 
chicken right.” 

In September, Horizon Gold Corp. 
changed its name to Horizon Resources 
Corp. The word “gold” had lost its luster 
among investors because of falling prices. 
A spokesman for the Golden, Colo., com¬ 
pany says Horizon made the shift because 
it now mines potash also. 

Some companies finally decide that less 
is more. American Southwest Mortgage 
Investments Corp., in Tucson, Ariz., sim¬ 
plified its name in June to ASR Invest¬ 
ments Corp., saying the original was just 
too much of a mouthful. Mr. Schecter notes 
that the use of initials is also a way to 
“disguise” a company’s nature and guar¬ 
antee anonymity. 

For example, Gulf Resources/Chemical 
last year deep-sixed that name in favor of 
the less revealing Gulf USA Corp. The 
word “chemical,” says Mr. Schechter, 
doesn’t convey an environmentally sound 
message. 

In years past, companies changed their 
names to adapt to social trends, says Mr. 
Schechter. Universal Leaf Tobacco in 
Richmond, Va., snuffed out its old name in 
1990 in favor of Universal Corp. The switch 
was made because the company had ac¬ 
quired non-tobacco businesses, s ays a 
spokesman. The company shed^some of 
thSse unrelated businesses recently, but 
says it won’t adopt its old signature. 
“We’re still not exclusively a tobacco com¬ 
pany,” says the spokesman. 

Focus on Star Asset 

Often, companies change their names 
to reflect dramatic changes in their busi¬ 
ness or to focus attention on a star 
asset. In 1989, for example, Gulf & Western 
Inc. changed its name to Paramount 
Communications Inc.; the original name 
came from the company’s origins as a 
conglomerate in a hodge-podge of Indus- 

ttWd i 
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